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REORGARIZATION OF EUNGARIAN INDUSTRIAL MANAGEMENT ORGANS
= il s SAPVOTRIAL MANAGEMENT ORGANS

Gyorgy Csanadi
de3d, Law Dept
aiv of Econ Sciencas

The rapid industrializaticn of I
accompanied by a rise in ths level of mansgsmznt, stricter supervision, and alaso
many problems. New forms of economic organization hed to be ¢reated snd partlcu-
larly long atrides hava besp made tovard tne dsvelopment of the indzpendznt ac-
counting system. Prior to 1950 liie two most important staps were the creation
of state enteroriscs ang ths introduction of tre local souncilz into economic
menagemsnt; during the perisd upder TeVlew, thi Ve mosT characterigtis davalop-
ments in econoaic managzment wer: the creatlion of intermediate management organs
and the regulaticn of the organization of state enterprise {resgulation of the
duties of the chief 2nginesr, chiesf accountany, and shop chiaf). Along with these
develcpments, the economic ministrizs undsrwept a differentiation and are cur -
rently being recrganized in their interior satup ang managem«nt methods. The

objest of this article 13 t the twdzganization of intermsaiete manasge-
ment organs.

ungary during the last 1 1/2 yeara has been

o analyz«

At tba and cf 1930, there wers five Types of state enterprise, wanick were
supervisad by the ministriss corcexned or by the lozal councils either diresctly
or through centers or assostatiens, - %e aasociation, which first appegrad at
the beginning of 1970, represented uplfiasd Planning and financial MADBEEMENt .
It vas first introduced ig connection with small 2nterprises ara represented a
step toward decentralization as cempared with the centars, :

Altkough in the summer of 1948, when they were creat
sented & certain messure of decentralizatiou, osvertheless, while the center was
the intermediate wanagement organizatZion, the ministriss 3til) supervised each
enterprise separately. The center was not authorized to Teagroup either the
fixed or circulating capltal of the enterprisss unler its Jurisdiction, and

=23, the ceaters repre-
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operating plans wer
rather than for the
organ of the ent
the ministry.

e prepared by the ministri
center as a whole.
erprises but fulfilled

es for each ent
Thus the center was
only special Bupervis

erprisa As a unit
not the directing
ory functions for

In addition,
because of the gre

restricted Jurisdiction.
Theoretically the centers vere responsible (except in regard to property rights)
for the oprerations of the enterpriges.

Undar Decree No 7,200/1548 Korm, the
centers were authorized to take any measurs to ensure the successful operation
of the enterprises under their supervision. it was imposeible to trans-
late this regulation into Practice. ises superviged by the
centers were tgo numerous and account Wer< not unifieq pro-
duction results and backlogs were rep stries by each enterpri o
8eparately,

Howaver,
Since the enterpr
ing and planning
orted to the mins

The association, on the other hand, Tepresents unified planning and finan-
clal management. The ministries deal with the association and not with the

enterprises directly. Also, the agsociation has more authority. Under Decree
No 102/1950 M.E., the director ion are re-

and chief accountant of an associat
sponsible for the operations of the enterprises supervised ., However, associa-
tions vere organized in 1950 only for the Supcrvision of smaller enterprisey,
since qualifieq personnel for +he supervision of larger enterprises was not
available.

In 1951, conditions warranted the creatien of g higher typs of intermedi-

ate management orgarization in the form of trusts (Decres 122/1951 M.T.) to
displace the center, The truet has both the authority and the organization to
direct enterprises. 71 is a smaller organ than the center,

the Jurisdiction of a mi ; and 1s not necessarily

organized horizontally. Thus, in the building industry the truste supervige

enterprises in rarious branches of preduction Zs,g., brick zanufacturing or
structural steel production/.

The principal differe

the former has more comprehensive responsibili
terprises, It is true that fixed capital is g
directly; however, the trust has the rignt to

prises, while the circulating capital is distr
the trust,

nce betwesn the trust and the associlation is that

ties in the direction of tha en-
llecated to the enterprises
re-allot it among its anter-
ibuted among tue enterpriser by

1 wanigement.

T . The same principle
economic results of the enterpris

mprise the combined

Th, trust i{s a
with the enter
the plians of

U econeic unit, it relievas the ministr
prises separately, assumes responsibility for
he enterprises whizh it supervises,
director. The creaticn of the trust represents a
ization of industrial m&nagement. It (oes not dim
enterprises; on the contrary, it rslieves the emt,
their problams to the ministiry through the centey
prise level, In this connection, it may be pointed ou$ that this article does
not concern itselr with the role of the trust under the civil code. For example,
the trust is responsibie for the debts of its enterprises as simple cuarantor ;
however, the technical aspects of this Tespongibility within tye frarawe < of
the present single-account system have pot yet been clarified.

¥ of heving to deal
the fulfillment of
and is their unrest: icted
forvard step in 1.2 decentral-
inish the independence of the
erprises of daving to submit
and helps solve them ¢4 enter.
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The trend has been
deal with higher-level o

towardq creating 1ntermeéia:emanagement organs waich wouig
terprises separately.

TgAns a8 a whole, and weuld direct and supsrvide the en-
As & result, Ligh-level Organs could d<vote their entir:
activities to policy-making; intermedint.s organs would have increasad Iesponsi-
bilities; ang mapagsment would be brought closer to produstion, The trena is il-
lustrated by tue course wkhich the development of managemant nas followeq, In
1947, plens fov 811 snterprises were prepared by the National Planving Office.

In 1948, plans for only certain enterprises wers Gravn up by ths Nationai Plan-
ning Office, while the plans of ths remaining enterprises ¥2r2 prapared by the
ministries on the basis of ipndey numbers calculated by the National Planning
Office. At Present, the National Planning Office doss not Prepare any plans far
individual enterprises, except for entirprises which are operated by th: minig.
tries[E.gu, MAVAG, State Rallroads, Matyss Rakosi Works, Gang Shipyarde, ete./
The preparation of plans, winish hagd previcusly been drawn up bY the winistriea,
was later transferrag to the

4850clations . All thess dzvzlopuenta mey 0% 2ummed
up as the extens.on of the decentralizatiag process.

Two problums em=rged rrom thz creaticn or tha trusts: 11) the ¢
between trust and

=lationship
&3s50ciation apd 21 sp. differance betwsen Sovy
ien trusts,

#t and Huogar .

1. The 283071ation comouriges a ealier ar=a tpap "he trust
ning and financigl umit. Usually 21t had a small pumber of sme)l
under its jurisdicticn and important dacizions vers taksn by tea
ratber t4an by ths snterprises, Aster ths crention af the Trusts, the sristence
of asscciations wae 69 longer Justified; in tact, a large pumber O trusts were
Yormed out of associations last yeer., T4 appears probable tnat Lhs assoclations
will be #boligh:d. Thig development i1s fersshajowsd by the rscant £30rganiza-
tion of tke Miniatr

y of Ligtt Industry, in tha courge of which a large number
of associations Eava been abolisheq .

In this cenoecticn, hns legal provlem
arises of whether the 2nterprises apsrating undsr an 4ssorlaticn are {rdepend-
ent legal persons, Under tue lgw they ar=. On the other tard, tnsy do pot have
broperty of their own and & so-called 5ingle account is maintained with the
National Bank by ths ussociation. In short, the SLLarprisss gr. Ziarating for
the account of the associatinns,

and %as a4 plan-
<nterprisas
adancinting

2. The Eungarian trusts were patiszipeq after the §
there is an important differance from tx
trust and 2nterprise. Ip the USSk
Soviet enterprises were operating
stage system, The tr

Sviet trugts, Hewever,
2 viswpolnt of the rzlationspip betwsen
» &b the vegluning of the fEP, practically all
under the jurisdiction of trusts in & three-
ust3 vere originally tpe plan upits and the enterprises hag
ne independence. In the zourse of development, most enterprigags gradually be-
ceame independent of the trusts and the trust, wae transformad into s directing
organ. In Hungary, dzvelopmant foliowsi s ditrerant courss. 1548, a nau-
tional economic Plan was formulateq and ventralizotion was not necessary. The
enterprises werve not compelled 0 liquidate their marketing coonections, Thus,
erch anterprise ratained its identivy, both ag a l2gal entity and in planning.
As a result of tnis GeVelopment, the ministrias transrerred mor: and mora »e-

sponsibilities to the intermadiate management Srgans, instead of taving the lat.
ter grant increased indepanderce to the entearprisss.

The drzentralization process, rapresentzd by the creatisn or trusts, is but
one of the characteristic featurss of induscrial nansgensnt during the last
1z years. At the same time tne thres-stage system has hnen graduelly giving way
to the two-stage syastenm,

The trust has been endoved with a wide Scope of Jurisdiction in the dirsc-
tion of the enterprises and tharedby brings managsment ¢lossr t5 production. - This
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hovever, represents but the optimum form of the toree-stege system and bas certain j

disadvantages a8 compared with the two-stage system.
all problems of an enterprise on the trust levei ani
be referred to the ministries., The pressnt trend js,
two-stage system by attaching newly-created snierpr B3
scale producers, directly to thz ministries. However, the various ministerial .
departments cannot supervise too many enterprises and a ministry, in ture, can-

not supervise & very large number of departments. Por this reason, the exten-

sion of the two-stage system is &dceempanied by certain <hanges 1n the organiza-

tion ‘of the ministries. Ous ot 4re chages 13 to ALvide a ministerial depart- ;
ment into several sections. This often takes place in the fovrm of consolidation i
of a center witn a department.

It is impossible to solve

some of the problems must

tberefore, to widsn the

ises, whith are mostly large- !

Concurrently. the economic ministries are aplitting up. »
tern of Soviet Qevelopment, toe ditferentiation procezs of ministries is under vay
in Hungary, teo. First, tee Minigtry or J:avy Industry was :plit into two minis-
tries, and later a wiole s:vies of new ministriss was rreated. More recently
the departments of the Minisiry of Ligbt Industry navs increads3 in number L5 an
extent which foreshadows tpe dlvision of thie ministry alsc, ’

vllcwing tne pat-

The differentiation of tne ministries 15, tharefore, a prerequisite for the
excension of the two-ctaga system of economic mansgement. Tugsther with decen-
tralization, it mov:s management closer to preduction, Diffzrentiation uf minis-
tries is first of all a question of quali?i-d personnzl, zine- it invoivas a
great increase in top supsrviscry personnei. Ine idautally, anothzr developmeny
in the organization of econumic ministries may h¢ mentionsd, On the basis of
Soviet experience, the ministerial departrents ara graduelly being transformed
into directerates with independent gecousting 4nd increessd sperational functions.
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